Abstract: For Serbia the efforts to attract investments from abroad came to the fore with the beginning of transition process. The process of ownership transformation in Serbia most often implied foreign direct investment inflows, because it included participation of foreign investors in purchase of domestic companies that had been the subject of privatisation. The subject of research in the paper is Serbian experience in attracting foreign capital into local export companies with special emphasis on their profitability. Aim of the paper is to estimate the profitability of leading Serbian exporters financed by foreign direct investments, i.e. to determine whether and to what extent foreign direct investments contributed to the increase of return on assets (ROA) and return on equity (ROE), as basic profitability measures. The results show that, in the case of Serbian exporters, the profitability varies, both per companies and per individual years. There is no general conclusion that foreign direct investments contributed to the ROA increase. On the contrary, ROA values significantly varied during this period. Either enormous increase or enormous decrease could be observed. The same goes for ROE values.
Introduction
Serbia's economy belongs to transition economies that have a great need for foreign investments. For Serbia, as well as for other countries in transition, the efforts to attract investments from abroad came to the fore with the beginning of transition process and the emergence of need for providing additional resources for economic restructuring and acceleration of economic growth. The crucial part of the transition process and these countries' reforms was the process of ownership transformation in their economies. These are the economies in which the transformation of a state property into a private property and privatisation process were the primary channel for foreign direct investment inflows.
Inflows of foreign direct investment (FDI) can be realised through Greenfield/Brownfield investments, joint ventures or mergers and acquisitions. The latter (M&A) were the most common in transition economies, including Serbia, and were performed through privatisation. The process of ownership transformation in Serbia most often implied such participation of foreign investors by which they were directly included in this process, via purchase of domestic companies that were the subjects of privatisation.
Inflows of FDI have been very significant for the Serbian economy and companies since the first decade of the twenty-first century. Since 2001, FDI inflows in Serbia have been growing considerably (with the exception of 2004) and reached their maximal value of 4.2 billion USD in 2006, when Serbia was the CEE region country with the highest FDI inflow. That was followed by a four-year long decrease (to the level of 1.3 billion USD) which lasted until 2010, then the recovery in 2011 (to 2.7 billion USD) and then again a drastic decrease in 2012 (to 0.3 billion USD). In 2013, FDI inflows made progress, exceeding 1 billion USD (NBS, 2016) . Among the closest SEE countries (Albania, Bosnia and Herzegovina, Montenegro and Macedonia), Serbia has had the highest FDI inflow, both annual FDI and total FDI inflow (UNCTAD FDI database). However, that value is significantly smaller than the value of FDI inflows of other more advanced transition countries (such as Bulgaria, Czech Republic, Hungary, Poland, Romania, Slovakia or Croatia). The conclusion is the same if the FDI average inflows of SEE economies are compared (UNCTAD FDI database).
The major part of FDI inflows in Serbia, as in other transition countries, was connected to privatisation. The largest FDI in Serbia (such as Telenor, NIS, DIN and DIV, Stada) were attracted exactly by the privatisation process. After the world crisis, the dominant interest was given to strategic partnership through joint venture (Fiat, Jura, Beneton), followed by considerable budget incentives (Privatisation Agency, 2013) .
The effects of foreign capital inflow into the countries in transition, particularly the sale of domestic companies to foreign investors with majority foreign ownership (FDI), have been the subjects of numerous studies in literature, including theoretical and empirical researches. For this reason, the subject of research in the paper is the experience of the Republic of Serbia in attracting foreign capital into Serbian companies, primarily export companies which represent the essence of each economy and its influence on exporters' profitability. Those are the companies in which FDI was undertaken and majority foreign ownership accomplished in the previous period.
The aim of research is measuring and analysis of the effects of foreign direct investment on profitability of companies in the Republic of Serbia, i.e. determining whether and to what extent foreign direct investments contributed to the increase of return on assets (ROA) and return on equity (ROE), as basic profitability measures. Profitability of a company represents the most comprehensive expression of business efficiency and incorporates all the elements and factors that influence both productivity and economy, as the first and second partial expression of the business efficiency.
For a long time, the researchers have been facing the problem of performance measures selection. In the modern business environment, it is very important to define the appropriate variables and dimensions in the process of business excellence measurement. This is the consequence of the necessity that new management models and organisational development must be aligned with the competitive challenges in the 21st century.
In terms of very dynamic and unpredictable business environment, nonfinancial measures become more significant in the process of the company's success evaluation as well as the integrated models such as Balanced Scorecard (Kaplan & Norton, 1992 , 1993 , 1996 . This kind of a model enables the observation of the company's success from several aspects. Traditionally, the company's success is evaluated according to traditional financial measures derived from accounting reports. Such measures are focussed on the past and the realised results. In contemporary business environment it is not enough anymore. The managers must be able to predict what exactly would contribute to financial success in future. However, the question is what the most important performance measures are in the case when there are various forms of foreign direct investments. In order to examine if foreign direct investment is economically reasonable or not, the typically used performance measures are return on assets (ROA) and return on equity (ROE).
The starting hypothesis is that the attraction of foreign capital contributes to the increase of profitability of the company with FDI inflow. The starting hypothesis can be divided into two supporting hypotheses:
H1. Companies which experience the inflow of foreign direct investments accomplish a positive trend in dynamics of return on assets (ROA) values.
H2. Companies which experience the inflow of foreign direct investments accomplish a positive trend in dynamics of return on equity (ROE) values.
For the purpose of testing the starting hypotheses, quantitative methodology was applied in the paper. The paper has two structural parts. The first part provides an overview of theoretical and empirical considerations of the effects of FDI inflow and measuring of company's performance. The second part elaborates the results of the conducted research.
Theoretical Background
Performance measurement and performance management have been the actual and widespread research area in the field of business economics and management and management accounting for more than two decades. There have been numerous discussions among researchers and practitioners in domestic and foreign literature, as well. Some authors (Kennerly & Neely, 2003) considered the strategic performance measurement, which could be defined as a system of measurement and reporting, which quantifies the degree at which managers achieve defined aims. Performance measurement makes possible clarification of the mission and vision of any company and translation of the strategy into measurable aims and objectives. That is why a company should not just measure the progress in the aim realisation, but should also understand what leads to the results improvement. Besides, performance measurement implies the fortification of responsibilities, making of decision on improvement and alignment of operation activities and resources with the strategic aims. The planned activities would be understood better and there would be a clear communication of the expectations at all organisational levels.
The very important issue is what kind of performance system might be considered as a successful one in a contemporary business environment (Paranjape et al., 2006) . A successful performance system is a set of performance measures (i.e. a metric used to quantify the efficiency and effectiveness of action) that provides a company with useful information in order to manage the activities undertaken in the company. The information retrieved from the performance measurement systems must in turn be accurate, relevant, timely (provided at the right time) and easily accessible for the persons who need it. Furthermore, performance measures must also be designed to reflect the most important factors influencing the productivity of the different processes that can be found in the company. Designing of such a performance measurement system is a difficult task and what can be considered as the optimal performance measurement system will also differ from case to case (Tangen, 2005) .
Performance measurement systems would differ from one company to the other, depending on their specific and unique needs. Also, performance measurement has been evolving throughout its history respecting not just the needs of a specific company but also specific features of the business environment. The question is what the challenges of measuring business excellence in the twenty-first century business background are.
The recession and the related economic and production difficulties that companies are dealing with require a deep reconsideration of the business models and managerial approaches adopted to govern the company's growth and valuecreation processes. Modern business environment, which is complex, dynamic, turbulent, and heterogeneous, simply forces the management to introduce some new models and frameworks for performance measurement and management. In the twentieth century, the effort of the modern management had been aimed at developing a wide range of models to allow managers to control, understand and coordinate the functions of the company's value chain, as well as their integration in accordance with a strategic perspective (see Table 1 ). The Balanced Scorecard (BSC) Norton (1992) 1994 The Service-Profit Chain (SPC) Heskett et al. (1994 Heskett et al. ( ) 1995 The Return on Quality Approach (ROQ) Rus et al. (1995 Rus et al. ( ) 1996 The Cambridge Performance Measurement Framework (CPMF) Neely et al. (1996 Neely et al. ( ) 1996 The Consistent Performance Measurement System (CPMS) Flapper et al. (1996 Flapper et al. ( ) 1997 The Integrated Performance Measurement System (IPMS) Bititci et al. (1997 Bititci et al. ( ) 1998 The Comparative Business Scorecard (CBS) Kanji (1998 Kanji ( ) 1998 The All these models might be classified into three groups (Tangen, 2005, 48 ):
• The first group encompasses all those models which use mostly traditional performance measures, such as ROA, ROE, cash flow performance measures. These measures are mainly directed on accounting data, short term and past oriented.
• The second group encompasses all those models which have more balanced and holistic view on performance than the previous ones. Nonfinancial measures are used, i.e. this group has a multidimensional view of performance from different perspectives and time horizons: long-term and short-term and most hierarchical levels are covered.
• The third group encompasses the most advanced models, which means that very high standards are met and that the needs from all relevant stakeholders are considered. Databases and other reporting systems should be fully integrated into one another. The information in the models is updated continuously and directly presented to the persons who need it.
Generally, each business activity and business process has impact on some kind of company's performance. Performance could be considered from various aspects. It could be about strategic performance, organisational performance, technical performance, financial performance, human capital performance and so on. However, if we want to examine the economic justification of some business and managerial decision, we should ask ourselves whether this kind of decision would contribute, and to what extent, to the profitability increase. Why just profitability? In the market economy, profit is the comprehensive and the most important indicator of company's efficiency. Thus, if there are foreign direct investments in some company, the question is how it affects its performance, and especially profitability, as the final aim of the company functioning in the long term.
In theoretical and empirical researches, broad attention is paid to the analysis of FDI effects. FDI inflows might bring many positive effects to the economies of host countries, such as effects of transfers of various resources (capital, technology, and management), effects on the balance of payments, competition, economic growth, industrial structure, entrepreneurship, employment and trade. Caves (1974 Caves ( , 1996 observes several positive effects of FDI including productivity gains, transfer of technology, managerial skills and know-how and access to international production network and market. Rappaport (2000) observes that FDI improves productivity of both the companies that receive FDI and also all other host country companies due to technological spillovers. Hunya (2000) highlights FDI impacts on competitiveness and on growth and restructuring in Central European transition countries (Hunya, 2002) . Kalotay (2010) emphasises the contribution of FDI to structural changes in different groups of transition countries.
The positive effects that FDI might bring stimulate countries to try to attract more FDI inflows, especially in the case of Serbia and other transition economies which suffer from the lack of domestic investments and resources and, therefore, have the huge need for foreign investment.
Inflows of foreign investments in Serbia and other transition economies have primarily developed through privatisation process. This process in transition countries most often implied such participation of foreign investors by which they were directly included in the process, via purchase of domestic companies that were the subject of privatisation.
Inflows of foreign investment were stimulated by transition economies governments themselves for the numerous reasons including economic ones, and starting with the fact that the sale of state companies to private investors (especially foreign ones) would improve the company's performance, as a consequence of better discipline implied by private ownership. The results of many researches show that privatised companies accomplish better business performances compared with state-owned companies, especially the one privatised by the foreign investors (which experienced FDI inflows). So, there are findings which show that privatisation is ''efficient'', but only when the company is controlled by external owners (outsiders), and that externally controlled companies grow faster (Frydman et al., 1999) . The overview of privatised companies in various countries of Central Europe shows that the only companies that realised strategic restructuring are the ones that are in majority foreign ownership. The crucial reason why external ownership is a necessary condition for restructuring can be explained by inability of companies to increase the requested equity sum and pay for the expertise in conditions of interior (insider) ownership (Aghion & Blanchard, 1998) .
That is confirmed by studies which show a positive influence of foreign companies (companies which, after privatisation, became companies in majority foreign ownership) on productivity of a domestic economy, as well as their positive role in the improvement of economic welfare and life standard. There are findings which indicate that 1% increase of foreign ownership leads to 3,9% increase of value added, while for employees' ownership that increase amounts to 1,4%, and that companies with higher income, profit and export are more likely to be in foreign ownership (Smith et al., 1997) ; there are also findings which show that foreign-owned companies invest more in comparison with domestically-owned companies and have stronger influence on restructuring (Lizal & Svejnar, 2001) , and there are those which point out that presence of one major foreign owner (in the sense of higher ownership concentration effects) contributes significantly to the productivity increase (Grosfeld & Tressel, 2002) . Lizal and Svejnar (2002) perceive that foreign owners definitely improve long-term performances (including profit and investments) of privatised companies, while domestic owners do not manage to do that. Kocenda and Svejnar (2002) establish that foreign ownership concentration improves economic performances, unlike domestic private ownership, compared with state-owned companies, and also that foreign-controlled companies implement strategic restructuring together with the increase of sales and profit, while domestic companies reduce sales and work costs without the increase of profit.
As it can be observed the FDI effects have been the subject of special attention in a number of researches and they are important on both economy and company level. Our paper is focused on export companies as exporters are the core of national economy providing foreign exchange inflow, base for higher production and employment and higher living standards. That is why our analysis will be focused on export companies -those in which there has been an inflow of FDI and which are in majority foreign ownership.
Materials and Methods
The research was conducted by collecting data on Serbian exporters and selecting a sample of 11 leading exporters among them, but only those that had previously received direct investments from abroad. In the first step, we researched the companies' ownership (using the data of Serbian Business Register Agency), among the largest exporters of Serbia and selected 11 companies that are majority foreign-owned. In the second step, the data on relevant indicators of the selected exporters on the Serbian market, financed by foreign direct investments, were obtained from the available basic financial statements of these companies published by Serbian Business Register Agency. Third, the calculation of relevant indices, based on these financial data, allowed us to estimate the profitability of leading Serbian exporters financed by foreign direct investments. For the purpose of estimation of company's profitability, two measures were selected; they are ROA (Return on Assets) and ROE (Return on Equity). ROA was obtained as the ratio of operating income/operating loss (from Income statement) and total assets value (from Balance sheet). ROA can have a positive or negative value in dependence on whether the company achieved operating income or operating loss and it shows return/operating loss on 100 dinars of assets. ROE was obtained as the ratio of net income/net loss (from Income statement) and total equity (from Balance sheet), which represents a balanced expression of shareholders' equity, retained profit, unrealised losses from securities and loss. The research follows the trend of ROA and ROE in the last five-year period 2009-2015. Dynamics of ROA and ROE will be observed via chain indices which will be obtained as ratio of ROA and ROE in the current year and value of ROA and ROE in the previous year. Source: Authors' research based on data from SBRA (2016) Source: Authors' research based on data from SBRA (2016) Source: Authors' research based on data from SBRA (2016) Source: Authors' research based on data from SBRA (2016)
Results and discussion
The research results are presented in Table 7 and Table 8 . Table 7 shows the ROA values for the selected companies with FDI inflows in the Republic of Serbia and Table 8 shows the ROE values for the selected companies.
The ROA values trend in the observed period has been perceived according to the chain indices. ROA values trend in the observed period indicates that there is no general conclusion that foreign direct investments contributed to the ROA increase. On the contrary, ROA values significantly varied during this period. Either enormous increase or enormous decrease could be observed. Besides, there are companies that realised negative ROA values because of operating losses, and thus these would not be considered and discussed. By observing only positive chain indices obtained from positive ROA values, the following conclusions can be made: Hence, we could partially confirm the hypothesis H1. The reason is because in some observed companies, ROA had both positive and negative trends, as well. Dynamics of ROA values is graphically shown in Figure 1 . The same could be said about ROE values. Several observed companies realised net loss in the observed period, so their ROE had negative values. Generally, ROE increased in 2010 and in 2012, but in most cases decreased in 2011 and in 2013. As shown in Table 8 , ROE values significantly varied in the observed period, so it cannot be concluded that foreign direct investment has a positive impact on ROE values.
• Hence, we could partially accept the hypothesis H2. The reason for that is that there are companies in which ROE really had a positive trend in the observed period, but there are also companies in which ROE had both positive and negative trend, as well.
Dynamics of ROE values is graphically shown in Figure 2 . 
Conclusion
The paper shows that the analysis of FDI effects has been the subject of numerous theoretical and empirical researches which revealed that FDI inflows might bring many positive effects to the economies of host countries and their companies. The findings of a quite a number of researches show that foreign-owned companies, especially majority foreign-owned ones (which experienced FDI inflows) accomplish better business performances than other domestic and state-owned companies.
The positive effects that FDI might bring stimulated countries, including Serbia, to try to attract more FDI inflows. Inflows of foreign investment in Serbia mainly developed through privatisation process, which most often implied participation of foreign investors in purchase of domestic companies that had been the subject of privatisation. As exporters are the core of national economy, the paper has been focused on export companies -those in which there has been an inflow of FDI and which are in majority foreign ownership. Also, the research aim has been to estimate the profitability of leading Serbian exporters financed by foreign direct investments.
The results show that, starting with the experience of leading Serbian exporters, it is not enough only to attract FDI in order to accomplish the expected positive effects on business and performance of the company. It is also important how FDI will be embedded in the individual company, how the foreign capital inflow and change of ownership structure will influence its operating (differently for different companies, obviously) and what the resulting effects will be in various business aspects. In the case of Serbian exporters, the results vary, both per companies and per individual years.
The research results show that there is no general conclusion that foreign direct investments contributed to the Serbian exporters' profitability increase. On the contrary, the most common used profitability measures like return on assets (ROA) and return on equity (ROE) significantly varied during this period. Either enormous increase or enormous decrease could be observed. Besides, there are companies that realised negative ROA values because of operating losses and negative ROE values because of net losses. There is no general conclusion that foreign direct investments contributed to the ROA increase. Conversely, ROA values significantly varied during this period. Either enormous increase or enormous decrease could be observed.
As to the ROE, it might be concluded that it increased in 2010 and in 2012, but in most cases decreased in 2011 and in 2013. ROE values significantly varied in the observed period, so it cannot be concluded that foreign direct investment has a positive impact on ROE values. Thus, it could be concluded that both defined hypotheses have been confirmed partially.
However, there are some research limitations. Despite the advantages of accounting-based measures, there are also disadvantages. First, it must be pointed out that accounting profit is the narrowest measure of performance. Then, different studies use different accounting performance measures and make it difficult to compare the results. In addition, accounting measures are supposed to be only a reflection of the performance in the past. There is also the problem of comparing data with other selected methodology.
In future, in order to evaluate the performance of the company with FDI inflow, it should be necessary to consider other financial and non-financial measures in the way it is explained in contemporary performance measurement and management models like Balanced Scorecard model is.
